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l. Market Summary

The production value of the Croatian food processing industry was $2.1 billion in 2000, which isa 17.4
percent decrease over 1999. The decline is attributed to generd economic woes, competition from
imports, andan‘ overhang’ of state-owned and recently privati zed food processing firms. Thefood product
and beverage manufacturing industry accounted for about 16 percent of industrid sector turnover and 17
percent of manufacturing sector employment in 2000.

There were about 830 food-processing firms in Croatia in 2000 and for most firms, privatization of the
food-processing sector was completed severd yearsago. Thebiggest foreign-owned company inthefood-

processing sector is Coca-Cola Beverages Hrvatska d.d. The leve of technology and the use of modern
equipment varies widdy among companies.
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Foreign Trade
Croatiaisanet food importer. In the agricultural sector asawhole, Croatia produces enough wine, whest,

corn, and poultry mest, to meet domestic demand but has alarge import need for beef, pork, milk, fruits,
and vegetables.

Industry sub-sector Exports 2001 |Imports 2001 |
e e
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Meat & Processed Meat $22,340,032 $66,120,978
Fish & Caned Fish $64,080,711 $56,569,965
Processed Fruit & Veg. $10,459,975 $45,074,316
Qils and Fats $12,961,948 $19,865,736
Dairy Products $18,977,622 $55,867,081
Grain & Products for Milling | $36,959,879 $52,026,284
Industry
Feeds $13,806,519 $60,465,772
Beverages $34,271,081 $50,205,707
The Structure of the Food | mport and Export Markets:
Country Import(% of total import) |Exgort (% of total export) |
Germany 17.1% 14.8%
Itay 16.8% 23.7%
Sovenia 7.9% 9.1%
Audria 7.0% 5.7%
France 4.4% 3.5%
USA 3.3% 2.3%
Greset Britain 2.5% 1.4%
Hungary 2.6% 1.2%
Czech Republic 2.3% 0.7%
Japan 1.56% 0.8%
Bosniaand Herzegovina 1.4% 12%
The Market for U.S. Ingredients
Advantages Challenges

Growth in tourism

Negative attitude towards foods containing or madefrom
gendticdly modified organisms

Growing urban population

Reservation towards products with chemicd food
additives

Western consumption patterns are
emeging

Strong European competition

Domestic industry needs certain
ingredients

The government is beginning to adopt redrictive EU
Phytosanitary regulations

Severa experienced multinationd retallers

The retail sector will become more concentrated and
dotting fees are common

Importers are open for new products and
technologies

Consumers are unfamiliar with the value of U.S. products
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II. Road Map for Market Entry
A. Entry Strategy

U.S. productsand ingredients should be heavily promoted and it isvery important to educate buyers about
quality standards, grades, and different usesfor U.S. ingredients. Visitsto processorsareimportant in order
to introduce the new productsand fully explain their use. Promoation through seminars, brochuresand other
promotiona techniques are recommended.

B. Market Structure

A vast number of U.S. products are imported through European importers-distributors. Food processors
usudly import ingredients by themsalves, while smdler companies tend to rdy somewhat on importing-
wholesaling companies

The digtribution chain in the last few yearsis getting shorter because large supermarkets (which aregaining
market share) buy directly from the processor or through the foreign processor’s distributor. The
purchasing units of retailers frequently use outsourcing for both brand name and store brand products.

C. Company Profiles
The following table shows the mgjor food industry companies by sub-sectors (with more than 150

employees), and thetotal number of sgnificant firmsfrom the given sub-sector (in parentheses). Thegrowth
rate is caculated from difference in sdes over the previous year.

Food Processing|[Number o f|| Sales in mil. $ in||Growth rate %
Industry sub-sector ||l companiesin 2000 | 2000

Production of Meat & |7 (120) 208 -35.3
Meat Industry

Fish& Caned Fish |1 (15) 6 -74.1
Fruit & Veg.|1(58) 199 -17.1
Processing

Oilsand Fats 3 (25 114 -0.35
Dairy Products 7 (55) 514 0.46
Flour and Starch |6 (46) 93 -37.14
Milling

Feed 3(37) 40 -46.4
Other Food Products | 12 (349) 386 -27.3
Beverages 16 (129) 532 -6.56
Tota 56 (835) 2,094 -17.4
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Profiles of Major Food Processing Companiesin The Republic Croatia

Company
(Product

Sales in
2000 ($mil.)

% of
Croatian
owner shi

End-Use
Channds

Production
L ocation

Procurement
Channds

Vindijad.d. 204 100 retail HR Direct
(dairy &
beverages)
Podravkad.d. 346 100 retall HR, Hungary, | Direct
(other food Poland
products and
caned fruit &
veget.)
Lurad.d. 182 100 retail HR Direct
(dairy)
Coca-Colal]11s 0 retail HR Direct
Beverages
Hrvatska d.d.
(soft drinks)
Krasd.d. 100 100 retail Hr and abroad Direct
(sweets)
Zvijezdad.d. 87 100 retail HR Direct
(cils & fats)
Zagrebacka] 85 100 retail HR Direct
pivovarad.d.
(beer)
Franck d.d. 74 100 retail HR Direct
(tee & coffee)
Ledo d.d. 74 100 retall HR, Bosnia and | Direct
(icecream) Herzegovina
Jamnica d.d. 55 100 retail HR Direct
(mineral waters)
Karlovacka| Na Mostly inforeign | retall HR Direct
pivovarad.d. ownership
(beer & soft
drinks)
Gavrilovicd.o.o. | 50 100 retail HR Direct
(meat)
Danicad.o.o. 100 retail HR Direct
PIK Vrbovec d.d. 100 retail Hr Direct
(meat)
Badel 1862 d.d. 32 100 retail HR Direct
(acohoalic drinks)
Sladorana d.d. N/a 100 retail HR Direct
(sugar)
Kutjevaci]| Na 100 retail HR Direct
podrum d.d.
ZPKlarad.d. N/a 100 retail HR Direct
D. Sector Trends
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On the production sSde;

The food-processing sector is orientated towards imports, but there is awillingness to increase domestic
production and to buy dl the raw materids in the country.

Bigger companies in the meat-processing sector are modernizing plants to be able to

export to E.U. and United States.
The dary industry is gradudly increasing its product range to meet consumer demand.

On the consumption side:

Smoked and salted mest is popular

Convenience food gains popularity — busy people are spending money on frozen

prepared meds, pizzas, frozen vegetables, canned products, etc.

Internationa cuisines are becoming popular — especialy Chinese and Itaian.

Thereis atrend towards hedthier eating — consumers prefer organic food, vegetable

ail, “light” products, sugar-free chewing gums, etc. There is a generaly negative
opinion about GMO products. Conversay, consumers may not be willing to pay more  for
organic foods.

[11. Competition
The biggest competitorsfor U.S. food exportersare EU suppliers. Thisisdueto shorter shipping distances,

established digtribution channds, and tariff differencesfor some of the products. Many U.S. products are
transshipped to Croatia through EU digtributors.

Mesat Industry Domedtic, Hungary, Germany, Denmark...

Fish Domestic, Spain, Italy...

Dairy Domestic, Hungary, Czech, Sovakia, Germany

Poultry Domestic

Fruit and Vegetable Processing Domedtic, Italy, Hungary, Audtria, Sovenia

Soft Drinks Domedtic, EU

Vegetable and Anima Fats & Qils Domestic, Austria, Germany, Itdy, Hungary

Wine & Beer Strong domestic production, Slovenia,
Netherlands

V. Best Product Prospects
A. Products present in the market with good sales potentid:

-Soft drinks
-Chips
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-Pet food
B. Products not present in significant quantities, but have good sales potentid:

-Rice (large quantities of U.S. rice are transshipped from mills in the European Union)
-Dried fruits and nuts

-Wine

-Fish and fish products

C. Products not present because they face significant barriers.

U.S. meat and meat products may not be legaly imported because there are currently
no negotiated USDA/FSIS veterinary meat export certificates. Thereis a subgtantia
illicit trade in some U.S. mest products.

V. Import Rules

Food products do not have to be registered for import in Croatia, but they do have to comply with the
food-quality standards specified by Croatian laws and regulations (See GAIN HR2009 for more
information on food import rules). All shipments that contain food or food ingredients undergo a
sanitary ingpection and are randomly tested for both quality and hedlth standards.

Exchange Rate 08/27/02 $1 = Kn7.60
V1. Pos Contact and Further Information
Post contact:

AndrgaMigr

Agriculturd Specidist
American Embassy
Agricultural Section
Humboltova 4/I1 (USAID floor)
10000 Zagreb

tel. 00385 (0)1 6110013
fax. 00385 (0)1 6110025

emal: anisr@inet.hr

Further contacts:
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Centra Bureau of Statigtics
Republic of Croatia

llica3

P.O. Box 80

10000 Zagreb

Crodtia

td. 00385 (0)1 4806111
fax. 00385 (0)1 4817666
e-mall ured@dzs.hr

web page: www.dzshr

Croatian Chamber of Economy (Commerce)
Centrd office

Rosevetov trg 2

P.O. Box 630

10000 Zagreb

te. 00385 (0)1 4561555

fax. 00385 (0)1 4828380

e-mail: hgk.@hgk.hr

web page: www.hgk.hr

Croatian Chamber of Economy (Commerce)

Agriculture, Food Industry and Forestry Department

Rosevetov trg 2

P.O. Box 630

10000 Zagreb

td. 00385 (0)1 4826066
00385 (0)1 4826068

fax. 00385 (0)1 4561545

e-mail: poljoprivreda@hgk.hr

web page: www.hgk.hr
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